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GENERAL AND PERMANNT LAWs-1964
Take Into Account Certain Adjustments When Taxpayer's Ac-
counting Basis Is Changed From A Cash To An Accrual Basis.
Be it enacted by the General Assembly of the State of South Carolina:
SECTION 1. Section 65-281 amended-accounting methods.-
Section 65-281 of the 1962 Code is amended by striking it out and
inserting in lieu thereof the following:
"Section 65-281. (a) The net income of a taxpayer shall be com-
puted in accordance with the method of accounting regularly em-
ployed in keeping the books of such taxpayer. But if such method
does not clearly reflect the income, the computation shall be made
in accordance with such method as in the opinion of the Commission
does clearly reflect the income.
(b) If a taxpayer's accounting basis is changed voluntarily or
involuntarily from a cash to an accrual, there shall be taken into
account those adjustments which are determined to be necessary
solely by reason of the change in order to prevent amounts from being
duplicated or omitted.
(c) Limitation of Tax:
(1) Three year allocation. -If-
(A) the method of accounting from which the change is made
was used by the taxpayer in computing his taxable income for the
two taxable years preceding the year of the change, and
(B) the increase in taxable income for the year of the change
which results solely by reason of the adjustments required by sub-
section (b) of this section, then the tax under this chapter attri-
butable to such increase in taxable income shall not be greater than
the aggregate increase in the taxes under this chapter (or under
the corresponding provisions of prior revenue laws) which would
result if one-third of such increase in taxable income were included
in taxable income for the year of the change and one-third of such
increase were included for each of the two preceding taxable years.
(2) Special rules for computations.-For purposes of this sub-
section-
(A) there shall be taken into account the increase or decrease in
tax for any taxable year preceding the year of the change to which
no adjustment is allocated under item (1) of this section but which
is affected by a net operating loss (as defined in Section 65-259
(12)), determined with reference to taxable years with respect to
which adjustments under item (1) of this section are allocated."


